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SUBJECT: VIEWS OF CENTRAL BANK PRESIDENT ON THE STATE OF 
THE ECONOMY 

1. BEGIN SUMMARY: CENTRAL BANK PRESIDENT JIMENEZ BELIEVES THAT 
COSTA RICA HAS MADE GOOD PROGRESS IN REDUCING INFLATION AND HOLDING 
IMPORTS IN CHECK THIS YEAR BUT HE STILL EXPECTS A TRADE DEFICIT IN 

THE $250 MILLION AREA. HE FAVORS ADDITIONAL MEASURES TO REDUCE 
IMPORTS AND STIMULATE EXPORTS IN ORDER TO REDUCE THE TRADE 
DEFICIT NEXT YEAR TO A MORE MANAGEABLE LEVEL. OTHER POINTS 
TOUCHED ON IN A RECENT CONVERSATION WITH HIM WERE: COFFEE 
EARNINGS; ECONOMIC POLICY MAKING; COSTA RICA'S NEED FOR LOW 
COST HOUSING AID; AND HIS LACK OF INTEREST IN HOUSING GUARANTEES 
FOR HIGHER COST HOUSING SUCH AS THAT OFFERED IN A RECENT OPIC 
APPLICATION. END SUMMARY. 

2. EMBASSY ECONOMIC OFFICERS MET OCT. 14 WITH BERNAL JIMENEZ, 
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EXECUTIVE PRESIDENT OF THE CENTRAL BANK FOR A GENERAL DISCUSSION 
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OF THE STATE OF THE ECONOMY AND ALSO TO PERMIT SECTION CHIEF 
TO INTRODUCE NEW OFFICERS DUDLEY AND BARRERA. THE DISCUSSION 
COVERED THE BALANCE OF PAYMENTS SITUATION, PROSPECTS FOR NEXT 
YEAR, THE MECHANISM FOR ECONOMIC POLICY MAKING, AND COSTA RICA'S 
NEED FOR LOW COST HOUSING. 

3. JIMENEZ ESTIMATED THAT COSTA RICA'S IMPORTS WILL TOTAL ABOUT 
$750 MILLION THIS YEAR, AND EXPORTS WILL AMOUNT TO $500 MILLION, 
LEAVING A TRADE GAP OF $250 MILLION. WHILE THIS WOULD BE BETTER 
THAN LAST YEAR'S TRADE GAP OF $270 MILLION, JIMENEZ THINKS THAT 
THE GAP IS STILL TOO LARGE AND HOPES THAT COSTA RICA CAN MOVE 
TOWARD A MORE MANAGEABLE GAP OF ABOUT $150 MILLION. NEVERTHELESS, 
JIMENEZ BELIEVES THAT CONSUMER TAXES AND OTHER IMPORT 
RESTRICTIONS HAVE WORKED WELL IN REDUCING IMPORT VOLUME AND 
HAVE HAD A SALUTARY EFFECT ON COSTA RICAN SOCIETY WHICH, IN HIS 
VIEW, NEEDED TO REDUCE ITS CONSUMPTION OF LUXURY IMPORTS TO 
REDUCE DISPARITIES BETWEEN THE RICH AND THE POOR. 

4. ACCORDING TO JIMENEZ, EXISTING IMPORT CONTROLS WILL CONTINUE 
INDEFINITELY, IN ORDER TO BRING CONSUMPTION PATTERNS MORE INTO 
KEEPING WITH THOSE APPROPRIATE FOR A DEVELOPING COUNTRY. HE 
GAVE THE EXAMPLE OF A LARGE IMPORTED TWO-DOOR SIDE BY SIDE 
REFRIGERATOR AS BEING WHOLLY OUT-OF-PLACE IN A SMALL COUNTRY 
DESPERATELY IN NEED OF DOMESTIC SAVINGS FOR INTERNAL INVESTMENT. 
PERFECTLY ADEQUATE AND CHEAPER REFRIGERATORS ARE PRODUCED 
WITHIN COSTA RICA AND, ACCORDING TO MR. JIMENEZ, THE COSTA 
RICANS WOULD BE CONTRIBUTING MORE TO THEIR COUNTRY IF 

THEY CHANGED THEIR HABITS AND BOUGHT MODERATELY PRICED ITEMS. 

5. WITH A CONTINUATION OF IMPORT CONTROLS AT CURRENT LEVELS 
THOUGH 1976, IMPORTS COULD REACH $820 MILLION NEXT YEAR 

IN THE VIEW OF SOME EXPERTS. WITH AN EXPECTED LEVEL OF EXPORTS 
OF $550 MILLION, THE RESULTING TRADE GAP WOULD REACH $270 
MILLION. JIMENEZ BELIEVES, HOWEVER, THAT STEPS SHOULD BE 
TAKEN TO REDUCE THE EXPECTED 1976 BALANCE OF PAYMENTS DEFICIT 
TO A MORE MANAGEABLE $200 MILLION. HE THINKS THAT THIS CAN 
BE DONE. MODERATE ADDITIONAL MEASURES COULD REDUCE EXPECTED 
IMPORTS TO $800 MILLION AND STIMULATIVE ACTIONS COULD PUSH 
EXPORTS TO $600 MILLION. 
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6. RE INFLATION, JIMENEZ BELIEVES THAT SUBSTANTIAL PROGRESS 
HAS BEEN MADE IN REDUCING THE RATE FROM 40 PERCENT IN 1974 TO 

20 TO 25 PERCENT THIS YEAR. PROJECTIONS (AND HOPES) FOR NEXT YEAR 
ARE FOR A FURTHER REDUCTION TO 12 TO 15 PERCENT. HE ALSO 
REITERATED WHAT OTHERS AT THE CENTRAL BANK HAVE TOLD US ABOUT 
OVERALL CREDIT EXPANSION: 30 PERCENT THIS YEAR; 15 PERCENT NEXT YEAR. 

7. WHILE DRINKING A CUP OF EXCELLENT COFFEE AND COMMENTING 
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ON THE VAGARIES OF PRICES AND UNEXPECTED REWARDS FROM 
BRAZILEAN COFFEE FROSTS, JIMENEZ STATED THAT COSTA RICA'S 
COFFEE EARNING WILL INCREASE BY $10 MILLION THIS YEAR 
AND AN EXTIMATED $50 TO 60 MILLION NEXT YEAR, AS A RESULT OF 
HIGHER PRICES. 

8. JIMENEZ ALSO DESCRIBED THE MECHANISM NOW BEING USED TO 
FORMULATE THE GOVERNMENT'S OVERALL ECONOMIC POLICY. THE 
BASIC POLICY DECISIONS ARE MADE AT A WEDNESDAY AFTERNOON 
MEETING EACH WEEK CHAIRED BY VICE PRESIDENT AND MINISTER OF THE 
PRESIDENCIA, CARLOS MANUEL CASTILLO. AND ATTENDED BY THE COORDINATOR 
GENERAL OF THE PRESIDENCIA, FERNANDO NARANJO; THE MINSTER OF 
FINANCE, PORFIRIO MORERA; AND JIMENEZ HIMSELF. A TECHNICAL LEVEL 
GROUP PREPARES THE NECESSARY STUDIES AND DOCUMENTS. 

9. JIMENEZ EXPRESSED CONCERN OVER THE DIFFICULTY OF OBTAINING 
SUFFICIENT CAPITAL FOR LOW COST HOUSING AND REFERRED TO A 
PENDING APPLICATION FOR A LOAN GUARANTEE THAT WOULD BE 
HELPFUL IN ATTRACTING PRIVATE FUNDS. ASKED IF HE WAS 
REFERRING TO AN APPLICATION FILED WITH OPIC BY TURBOW FOR A 
POLITICAL RISK GUARANTEE FOR A MIDDLE OR UPPER MIDDLE 
INCOME HOUSING PROJECT CALLED EL ROBLEDAL, JIMENEZ SAID HE 
WAS NOT. HE SAID THAT HE WAS NOT INTERESTED IN THAT KIND OF 
PROJECT BUT IN LOW COST HOUSING FOR THE POOR. AFTER 
ASCERTAINING THAT HE WAS REFERRING TO A HOUSING GUARANTEE 
PROJECT REQUESTED FROM AID, EMBOFFS PROMISED TO GIVE HIM A 
STATUS REPORT. 

LANE 
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